/

“ \\\ \“m\\ \“\ [ OMB APPROVAL
Mail Processmg SECUR il < o3
Section ﬂ,;,.,— —_ -Esﬁmated average burden
FEB 2 7 2013 ANNUAL AU ITED ‘ =
Weshingion DG " PART I I W

FACING PAGE
Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/ 01/2012 ANDENDING_ 12/31/2012
MM!DD/YY MWDD/’YY

A REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: ﬁaw, L/ Iny c;%dm Obw»f m»/
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (I)o not use F.Q, Box No. )
265 South Avenue

{No. and Street)

Fanwood L NJ 07023
(City) o (State) (Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT INREGARD TO THIS REPORT
Edna Tl’.‘ujlllﬂ . _ . (908) 322-1800

(Afeu Cade - Telcphone Number)

B. ACCOUNTANT IDENTIFICATION
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OATH OR AFFIRMATION

1, Edna Tr uj‘illo , swear (or.affirm) that, to the best of
my knowledge and belief the accompanying f‘mancml statement and supportlng schedulcs pertaining:to the firm of
Family Investors Company, Inc. ! P
of December 31 i 20 _1,_3 , are true and correct. I further swear (or affirm) that
neither. the company nor any partner, propnetor prmcipal ofﬁcer or director has any proprietary interest in any account
classified solely as that of 8 -customer, except as follows:

NONE

v S’fgnaﬁxre

Tltle

'otary ?ubhc

This re;zcrt *% contains (check all applicable boxes):
- (2) Facing Page.
— (b). Statement of Financial Condition.
' @ {c) Statement of Income (Loss).
El (d) Statement of Clmﬁges in Financial Condrtxon

k& (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,
o & o Information Relating to the Posséssion or Control ‘Requirements Under Rule 15¢3-3.
‘0 @) AReconciliation, i cluding appropriate explanatxon of the Computation of Net Capital Under Rule 15¢3-1 and the
. Computation: for Determination of the Rescrve Requirements Under Exhibit A of Rule 15¢3-3.
El (k) A Reconciliation between the audited and unaudited Statements of Financial Condition-with respect to methods of
_consolidation.
B o An Oath or Affirmation.
B (m).A copyof the SIPC Supplemental Report.
O (n) Areport describing any material inadequacies found to exist or found to have existed since the date of the: previous audit,

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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RICH AND BANDER, LLP
CERTIFIED PUBLIC ACCOUNTANTS

PETER R. RICH, CPA
JONATHAN A. BANDER, CPA

Independent Auditors’ Report

To the Stockholders of
Family Investors Company, Inc
Fanwood, NJ -

Report on the Financial Statements

We have audited the accompanying financial statements of Family Investors Company, Inc., which
comprise the statement of financial condition as of December 31, 2012, and the related statements
of income and comprehensive income, changes in stockholders’ equity, and cash flows for the year
then ended, and the related notes to the financial statements that you are filing pursuant to Rule
17a-5 under the Securities Exchange Act of 1934.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
~in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant ‘to the
preparation and fair presentation of ﬁnanmal statements that are free from material mlsstatement .
 whether due to fraud or error. ‘ :

Auditor’s Responsibility

- Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement.
/

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

15 WEST 28™ STREET SUITE 7A NEW YORK, NY 10001
TEL: (212) 684-2470 FAX: (646) 218-4132 EMAIL: INFO@RICHANDBANDER.COM



RICH AND BANDER, LLP
CERTIFIED PUBLIC ACCOUNTANTS

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Family Investors Company, Inc. as of December 31, 2012 and the results of
its operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Other-Matter

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental information is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 under the Securities Exchange Act of 1934. Such information is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial -
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fa1r1y stated
in all material respects in relation to the financial statements as a whole. :

Lich aud Boudey U7
New York, NY
February 19, 2013

) 15 WEST 28™ STREET SUITE 7A NEW YORK, NY 10001
- TEL: (212) 684-2470 FAX: (646) 218-4132 EMAIL: INFO@RICHANDBANDER.COM




FAMILY INVESTORS COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2012

ASSETS

Current assets »
Cash and cash equivalents
Receivables from non-customers
Securities owned - marketable
Prepaid insurance

Total current assets

Property and equipment, net of accumulated depreciation

Other assets
Reserved cash
Security deposit

Total other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities
Accounts payable and accrued expenses
Deferred taxes

Total current liabilities

Stockholders' equity
Common stock, no par value; 2,500 shares
authorized, 1,175 shares issued and outstanding
Retained earnings
Accumulated other comprehensive income
" Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

$ 77,000
162,511
320,773

1,950

562,234

13,286

- 50,933
1,400

52,333

$ 627,853

$ 187,647
1,051

188,698

52,750
383,021
3,384

439,155

$ 627,853

The accompanying notes are an integral part of these financial statements. -5-



FAMILY INVESTORS COMPANY; INC.
STATEMENT OF INCOME AND COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2012

The accompanying notes are an integral part of these financial statements.

Revenues ‘
12B-1 commission . : $ 792418
Annuities commission 276,934
Mutual funds regular commission | 233,194
Insurance commission 21,887
Equities commission 12,980
Other commission 4,800
Systematic plan commission 336
: . 1,342,549
Expenses
Employee compensation and benefits 1,081,850
Payroll taxes 62,495
Rent 45,384
Professional fees . 22,196
Advertising 18,462
Dues and subscriptions - 5,049
Depreciation 4,944
Other operating expenses - 93,701
- 1,334,081
Income from operations 8,468
- Other income (expense)
Interest and dividend income 17,052
Compromise payment (14,000)
3,052
Net income 11,520
~ Other comprehensive income v :
Unrealized holding gain on securities 18,732
' 18,732
Total comprehensive income ' ' $ 30,252
-6-



FAMILY INVESTORS COMPANY, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2012

Accumulated

Common Stock Retained Other Comp.
Shares Amount - Earnings  Income (Loss) Total
Balance at January 1, 2012 1,175 8 52,750 $ 371,501 $ - (15,348) $ 408,903
Net income - - 11,520 - 11,520
Other comprehensive income - - - 18,732 18,732
Balance at December 31,2012 1,175 $ 52750 $ 383,021 $ 3384 $ 439,155

The accompanying notes are an integral part of these financial statements.




FAMILY INVESTORS COMPANY, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2012

Cash flows from operating activities:
Net income '

Adjustments to reconcile net income to net cash

flows provided by operating activites:
Depreciation
Loss on disposal of equipment

(Increase) decrease in operating assets: .
Receivables from non-customers
Prepaid insurance

Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses
Accrued loss contingency

Total adjustments

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of marketable securities
- Acquisition of office equipment
Net cash used in investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of the year

Supplemental disclosures of cash flow information:

Cash paid during the year for:
Interest expense
Income taxes

Noncash investing and financing activities:

Purchase of marketable securities by reinvesting dividends

$ 11,520
4,944
238

(36,570)
17

91,836
(35,000)

25,331

36,851

(16,822)
(3,681)

(20,503)

16,348

60,652

$ 77,000

$ 16,822

The accompanying notes are an integral part of these financial statements.




FAMILY INVESTORS COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012

l) NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Nature of Operations

Family Investors Company, Inc. (the “Company”) was incorporated in the State of New Jersey on
April 1, 1960. The Company is an introducing broker registered with the Securities and
Exchange Commission (SEC) and is a member of the Financial Industry Regulatory Authority
(FINRA). The Company is exempt from rule 15¢3-3 of the SEC under paragraph (k)(2)(ii) of
that rule.

Basis of Accounting

‘Revenues and expenses are recorded on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America.

- Cash and Cash Equivalents

The Company considers all highly liquid investments, except for those held for long-term
investment, with maturities of three months:or less when purchased to be cash equivalents.

Reserved Cash

- Reserved cash is required to be deposited with the clearing broker in order to maintain.a -
contractual clearing agreement. '

Securities Transactions

The Company accepts customer orders and self cleafs the orders except. for equity securities,
which clear through another broker. The clearmg broker settles the equity security transactions
and pays the Company a commission.

Customer payments for investment company shares are in most cases payable directly to the
investment company. The Company receives a commission check periodically from the fund
company. In the event a customer check is payable to Family Investors Company, Inc. it is
deposited into the trust account and a check for the actual cost of the shares less the Company’s
commissions is drawn from this trust account and sent to the investment company. The Company
transfers commissions accumulated in the trust account periodically to the operating account.

Receivables ti'om Non-Customers

Commission revenue and other fees due from the clearing broker and investment companies but
not yet received that are expected to be collected within one year is recorded as receivables from
non-customers at net realizable value. If amounts become uncollectible, they will be charged to
operations when that determination is made. :




FAMILY INVESTORS COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT’D)

.DECEMBER 31, 2012

1)

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONT’D)

Property and Equipment

Property and equipment are recorded at cost. Depreciation for property and equipment is
provided using the straight-line method for financial reporting purposes at rates based on the
following estimated useful lives: '

Years
Office equipment 7
Furniture and fixtures 5

Upon sale or retirement, the cost and related accumulated depreciation are eliminated from the
respective accounts, and the resulting gain or loss is reported. Expenditures for major renewals
and improvements that extend the useful lives of the property and equipment are capitalized.
Expenditures for maintenance and repairs are charged to expense as incurred.

Revenue and Cost Recognition

Commissions and related expenses are recorded on a trade-date basis as securities transactions
clear.

Advertising Costs

- The Company expenses advertising costs as they are incurred. Advertising expense for the year

ended December 31, 2012 was $18,462.

Income Taxes

Federal and State taxes are recorded as of the date of the financial statements utilizing currently
enacted tax laws and rates. The amount of current and deferred taxes payable or refundable is
recognized as of the date of the financial statements. Deferred tax expenses or benefits are
recognized in the financial statements for the changes in deferred tax liabilities or assets between
years. Temporary differences are primarily attributable to differences between the basis of
property and equipment and unrealized holding gains or losses on marketable securities.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclose contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

-10-



FAMILY INVESTORS COMPANY, INC. »
NOTES TO FINANCIAL STATEMENTS (CONT’D)
DECEMBER 31, 2012

1)

2

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONT’D)

Date of Management’s Review

Management has evaluated subsequent events through February 19, 2013, which is the date the
financial statements were available to be issued.

FAIR VALUE MEASUREMENTS

The Company uses fair value measurements to record fair value adjustments to certain assets and
liabilities and to determine fair value disclosures of investments in equity securities and mutual
funds that are classified as available-for-sale on a recurrmg basis.

The Fair Value Measurements Topic of the FASB Accounting Standards Codification defines fair
value, establishes a consistent framework for measuring fair value and expands disclosure
requirements for fair value measurements. The disclosures required under this Topic have been
included in this note.

Fair Value Hieraréhv

The Fair Value Measurements Topic of the FASB Accounting Standards Codification establishes

~a-fair value-hierarchy that prioritizes the inputs: to valuation techniques used to: measure fair -
- value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
“identical assets or ‘liabilities (Level 1 measurements) and the lowest priority to measurements

involving significant unobservable inputs (Level 3 measurements). The three levels of the fair
value hierarchy are as follows:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the Company has the ability to access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability.

Determination of Fair Value

Under the Fair Value Measurements Topic of the FASB Accounting Standards Codification, the
Company bases its fair value on the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date.
It is the Company’s policy to maximize the use of observable inputs and minimize the use of
unobservable inputs when developing fair value measurements, in accordance with the fair value
hierarchy. : -

-11-




FAMILY INVESTORS COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT’D)
DECEMBER 31, 2012

2)

3)

4)

S)

FAIR VALUE MEASUREMENTS (CONT’D) ,
Cash and Cash Equivalents, Short-Term Financial Instruments, Receivables from Non-Customers

and Accounts Payable

The carrying amounts approximate fair value because of the short maturity of these instruments.

Investments in Equity Securities and Mutual Funds

Investments in equity securities and mutual funds that are classified as available-for-sale are
recorded at fair value on-a recurring basis.. Investments in equity securities are valued at the
closing price reported on the active market on which the individual securities are traded.
Investments in mutual funds are.valued at the net asset value (“NAV”) of shares held by the
Company at year-end. Management believes that the valuations used in its financial statements
are reasonable and are appropriately classified in the fair value hierarchy. Realized gains and

-losses, determined using the specific identification method, are included in earnings; unrealized

holding gains and losses are reported in other comprehensive income.

Assets Measured and Recognized at Fair Value on a Recurring Basis

- The table below presents the amounts of assets:measured at fair value on a recurring basis as of

December 31, 2012

: L ) Total Levell ~ Level2 = Level3
Mutual fundsv T $ 305779 $ - $ 305779 $ -

Equity securities 14,994 14,994 o -
L $ 320773 $ 14994 $ 305779 S -
RESERVED CASH |

The Company is required to maintain reserve funds on deposit with the clearing broker. The
required reserve at December 31, 2012 was $50,000. Cash on deposit in the reserve amounted to
$50,933 at December 31, 2012.

RECEIVABLES FROM NON-CUSTOMERS

Amounts receivable from the cleanng broker and investment companies at December 31, 2012
consist of fees and commissions receivable in the amount of $162,511. The Company believes its
receivables to be fully collectible; accordingly, no allowance for doubtful accounts was recorded
for the year then ended.

SECURITIES OWNED - MARKETABLE

As of December 31, 2012, the Company held $320,773 in equity securities and mutual fund
shares classified as securities owned - marketable in the statement of financial condition. These
securities are considered available-for-sale and are carried at fair value on a recurring basis. Net
unrealized holding gains of $18,732 are recorded within accumulated other comprehensive
income, a component of stockholders’ equity.

-12-



FAMILY INVESTORS COMPANY, INC. -
NOTES TO FINANCIAL STATEMENTS (CONT’D)
DECEMBER 31, 2012

6)

7)

8)

9)

PROPERTY AND EQUIPMENT

The following is a summary of property and equipment less accumulated depreciation as of
December 31, 2012. Depreciation expense for the year then ended was $4,944.

Office equipment $ 46,772
Furniture and fixtures : 42228
: ' . 89,000

Less: accumulated depreciation (75.714)
$ 13286

During the year ended December 31, 2012, property and equipment totaling $10,229 no longer
used in operations was written-off, resulting in a loss on disposal of $238.

ACCUMULATED OTHER COMPREHENSIVE INCOME

Accumulated other comprehensive income consists of net unrealized holding gains on securities
of $3,384 as of December 31, 2012.

INCOME TAX MATTERS
‘The Company’s current net deferred tax liability arose primarily from the net unrealized loss on: -

securities and from the use of accelerated-depreciation of property and equipment for income tax .
purposes. At December 31, 2012, deferred tax assets and liabilities are as follows:

Federal New J ersey Total

Deferred tax assets $ 1,721 $ 797 $ 2518
Deferred tax liabilities (2,439) (1,130) (3,569)
Net deferred tax liability $ (718) $  (333) $ (1,051

EMPLOYEE BENEFIT PLAN

The Company maintains a contributory profit sharing plan as defined under Section 401(k) of the
U.S. Internal Revenue Code covering substantially all employees. Effective January 18, 2009,
the Company contributes to the plan at a rate of 4% of the employees’ eligible compensation.
Employer contributions during the year ended December 31, 2012 were $38,178. .

In addition, the Company has established a profit sharing plan which provides for discretionary

contributions as determined annually by the Board of Directors. The Board of Directors has
elected not to contribute to the profit sharing plan for 2012.

-13-




FAMILY INVESTORS COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT’D)
DECEMBER 31, 2012

10)

1)

12)

COMMITMENTS

The Company leases its office space under the terms of a non-cancelable operating lease expiring
on February 28, 2014. Rental payments are subject to a 5% rent escalation per year. The
Company also leases office equipment and is under contract to pay monthly fees for information
technology services. Rent, equipment lease and computer expense for the year ended December
31, 2012 were $45,384, $4,648 and $8,208, respectively.

Future minimum payments under the non-cancelable office and equipment leases are as follows:

December 31,
2013 $ 49912
2014 10,202
2015 : 565
Thereafter -
Total ‘ - $ 60,679
CONCENTRATIONS OF RISK

The Company is engaged in various activities in which éounter-parties primarily include broker-

. dealers, banks, and: other financial institutions. In the event counter-parties do not fulfill their
-obligations, the company ‘may be ‘exposed ‘to risk. The risk -of “default -depends on the
- creditworthiness of the counter-party or-issuer of the instrument. For the year ended December

31, 2012, commissions from three companies represented approximately 79% of the total -
commissions earned. In addition, 12B-1 and annuities commissions accounted for 59% and 21%
of total commission revenues for the year, respectively. :

The Company maintains its cash balances with various financial institutions. The balances are
insured by the Federal Deposit Insurance Corporation (“FDIC”) up to $250,000. At December
31, 2012, the cash balance held by the clearing broker totaled $50,933, and the cash balance held
in a money market fund totaled $761. These balances are not insured by the FDIC.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At
December 31, 2012, the Company had net capital of $262,959 which is $212,959 in excess of
required net capital of $50,000. The Company’s net capital ratio at December 31, 2012 is 0.71 to
1. _

-14 -
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FAMILY INVESTORS COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS (CONT’D)
DECEMBER 31, 2012

13) ANNUAL REPORT ON FORM X-17A-5

The annual report to the Securities and Exchange Commission on Form 17A-5 is available for
examination and copying at the Company's office and at the regional office of the Securities and

Exchange Commission.

-15-



FAMILY INVESTORS COMPANY, INC.

SCHEDULE OF COMPUTATION OF NET CAPITAL FOR BROKERS

AND DEALERS UNDER SEC RULE 15¢3-1

FOR THE YEAR ENDED DECEMBER 31, 2012

Total stockholders' equity

Non-allowable assets, deductions and charges:
Receivables from non-customers
Property and equipment, net
Prepaid insurance
Security deposit
Petty cash

Total non-allowable asseté, deductions and charges

Net capital before haircuts
Haircut under (c)(2)(vi)(J) )
"Funds & Trusts" haircut under (c)(2)(vi}(D)(1)

Net capital after haircuts

-Computation of basic net capital requirements

Minimum net capital required (6 2/3%
of aggregate indebtedness of $187,647)

Minimum dollar net capital requirement
Minimum capital required
Excess net capital

Excess net capital at 1000% (net capital less 10%
of total aggregate indebtedness)

~ Computation of aggregate indebtedness

Total aggregate indebtedness in the statement
of financial condition

Percentage of aggregate indebtedness to net capital

Ratio of aggregate indebtedness to net capital

15.00%
2.00%

111,229
- 13,286

1,950
1,400
200

48,116
15

See accompanying notes to the financial statements.

439,155

128,065

311,090

48,131

262,959

12,510

50,000
50,000
212,959

244,194

187,647

71%

0.71t01

-16-



FAMILY INVESTORS COMPANY, INC.
SCHEDULE OF RECONCILIATION OF NET CAPITAL PER FOCUS REPORT

WITH AUDIT REPORT

FOR THE YEAR ENDED DECEMBER 31, 2012

Net capital, as reported in Company's Part ITA unaudited Focus Report $ 262,959

Net capital, per report pursuant to Rule 17a - 5(d) $ 262,959

Reconciliation With The Company's Computations:

A reconciliation is not necessary pursuant to rule 17a-5(d)(4) since there were no material differences
between the computations of aggregate indebtedness and net capital as computed above and the
computation by the Company included in Form X-17A-5 as of December 31, 2012, filed on
January 25, 2013.

See the accompanying notes to the financial statements. -17-




FAMILY INVESTORS COMPANY, INC.

- INFORMATION RELATING TO POSESSION OR CONTROL REQUIREMENTS
UNDER SEC RULE 15¢3-3

FOR THE YEAR ENDED DECEMBER 31, 2012

The Company is exempt from SEC Rule 15¢3-3 under paragraph (k)(2)(ii) of that rule.

See the accompanying notes to the financial statements.

-18-
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FAMILY INVESTORS COMPANY INC.

COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS
UNDER SEC RULE 15¢3-3

FOR THE YEAR ENDED DECEMBER 31, 2012

The Company is exempt‘from SEC Rule 15¢3-3 under paragraph (k)(2)(i) of that rule.

See the accompanying notes to the financial statements.

-19-



RICH AND BANDER, LLP
CERTIFIED PUBLIC ACCOUNTANTS

PETER R. RICH, CPA
JONATHAN A. BANDER, CPA

Report on Internal Control Required by SEC Rule 17a-5 for a
Broker-Dealer Claiming Exemption From SEC Rule 15¢3-3

To the Stockholders of
Family Investors Company, Inc.
Fanwood, NJ '

In planning and performing our audit of the financial statements of Family Investors Company, Inc.
(the “Company”) for the year ended December 31, 2012 (on which we issued our report dated
February 19, 2013), we considered its internal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing an opinion
on the financial statements and not to provide assurance on the Company's internal control.

- Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Act of 1934, we have made a
study of the practices and procedures followed by the Company (including tests of compliance with

- such practices and procedures) that we considered relevant to the objectives stated in Rule 17a-5(g)
. in making the periodic computations of aggregate indebtedness and net capital under Rule 17a-

-~ 3(a)(11) and for determining compliance with the exempt provisions of Rule 15¢3-3. We did

not review. the practices and procedures followed by the Company in: making the quarterly

- securities examinations, counts, verifications and comparisons, and: the recordation of differences -

- ‘required by Rule 17a-13 or in complying with the requirements for prompt payment for securities
~.under Section 8 of Regulation T of the Board of Governors of the Federal Reserve System, because
- the Company does not carry security accounts for customers or perform custodial functions relating
to customer securities.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of internal control and of the practices and procedures, and to assess
whether those practices and procedures can be expected to achieve the Securities and
‘Exchange Commission's (the “Commission”) above-mentioned objectives. Two of the objectives
of internal control and the practices and procedures are to provide management with reasonable, but
not absolute, assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized acquisition, use or disposition, and that transactions are executed
in accordance with management's authorization and recorded properly to permit the preparation of
financial statements in conformity with accounting principles generally accepted in the United
States of America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in
the preceding paragraph.

15 WEST 28™ STREET SUITE 7A NEW YORK, NY 10001
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Report on Internal Control Required by SEC Rule 17a-5 for a
Broker-Dealer Claiming Exemption From SEC Rule 15¢3-3 (Cont’d)

Because of inherent limitations in any internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the Company's internal control would not necessarily disclose all matters in the
- Company's ‘internal control that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a reportable condition in
- which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that errors or fraud in amounts that would be material in relation to the
financial statements being. audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, we noted no
matters involving the Company's internal control and its operation, including control activities for
safeguarding securities that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the

- Company's practices and procedures were adequate at December 31, 2012, to meet the Commission’s
objectives.

~ This report is intended solely for the information and use of the board of directors, management, the
Securities. and Exchange Commission, the New York Stock Exchange, Inc., Financial Industry :
- Regulatory - Authority, Inc. and other:regulatory agencies that rely on Rule 17a-5(g)-under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and should not
be used for any other purpose.

Lich aud Basder ¥

New York, NY
February 19, 2013

RICH AND BANDER, LLP
CERTIFIED PUBLIC ACCOUNTANTS



RICH AND BANDER, LLP
CERTIFIED PUBLIC ACCOUNTANTS

PETER R. RICH, CPA
JONATHAN A. BANDER, CPA

Independent Accountants’ Report on Applying

- Agreed-Upon Procedures Related to an Entity’s
SIPC Assessment Reconciliation

To the Stockholders df
Family Investors Company, Inc.
Fanwood, NJ

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated below with respect to the accompanying Schedule of
Assessment and Payments [General Assessment Reconciliation (Form SIPC-7)] to the Securities
Investor Protection Corporation (SIPC) for the year ended December 31, 2012, which were agreed
to.by Family Investors Company, Inc. and the Securities and Exchange Commission, Financial
Industry Regulatory Authority, Inc., and SIPC, solely to assist you and the other specified parties in
evaluating Family Investors. Company, Inc.’s compliance with the applicable instructions of the
General Assessment Reconciliation (Form SIPC-7). Family Investors Company, Inc.’s management
is responsible for the Family Investors Company, Inc.’s compliance with those requirements.

This ‘agreed-upon procedures engagement was conducted-in accordance with attestation standards -
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in this report. Consequently, we
make no representation regarding:the sufficiency of the procedures described below either for the

purpose for which this report has been requested or for any other purpose. The procedures we

performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records entries from the general ledger, noting no differences; _

2. Compared the amounts reflected on the audited Form X-17A-5 for the year ended
December 31, 2012, as applicable, with the amounts reported in Form SIPC-7 for the
year ended December 31, 2012, noting no differences;

3. Compared any adjustments reported in- Form SIPC-7 with supporting schedules and
- working papers relating to the payment made with SIPC-6, noting no differences; and

4. Proved the arithmetical accuracy of the calculatibns reflected in Form SIPC-7 and in the
related schedules and working papers relating to accruals, expenses, and the payment
made with SIPC-6, supporting the adjustments noting no differences.
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Independent Accountants’ Report on Applying
Agreed-Upon Procedures Related to an Entity’s
SIPC Assessment Reconciliation (Cont’d)

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have
been reporged, to you. :

This report is intended ‘solely for the information and use of the specified parties listed above and is
not intended to be and should not be used by anyone other than these specified parties.

Lich oud Bouder LT

New York, NY
February 19, 2013

RICH AND BANDER, LLP
CERTIFIED PUBLIC ACCOUNTANTS
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SIPG-7 : zuﬁ.‘zsswntg é’é‘uu 090 | SIPC-7
{33:REV 7/10) ~ General Assessment Reconciiianon ' (33-REV 7/10)

For the iscal year ended 12;81!2012
{Read carefully the instructions in your Wo:kmg Copy before completing mns Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year-ends for
purposes-of the audit reqmrement of SEC Rule 17a-5:

l Note: If any of the information shown on the
011190 ‘FINRA = DEC v mailing | label requires correction, please.a-mail
FAMILY INVESTORS COMPANY INC . 12*12 ‘any-corractions 1o torm@sipe.org and $0
POBOX!OO s . : indicate on the form filed.
Famaomn?mtass ‘ Name and telephone number of parson to

contact respecting this form.

2. A: General Assessment (item: 2¢ from page 2) § V2/$‘6527 -

PF'

Less payment made with SIPC-6 filed (exclude interest) (1,309 R
, J ul; 24, 2012
‘ Date Paid
Less prior overpayment applied : ‘ {_ =0~ - - ’ )

"Assessment balance due or {overpayment) _ 1,343

flnt._e_rest computed on late payment (ses instruction E) for _______days at 20% per annum

Total assessment baian'car-a'n‘dl,i'ntaresi due (or overpayment carried forward) $_ 1?!;&’2

‘PAID WITH THIS FORM:
‘Check enclosed, payabls | to SIPC -
Total (must be same as F above) $.1.343.

Firnimpo

H. Overpayment carried forwdrd - $( — ' - i )

3 SUbsidiaries {8)-and predecessors (P) included in t__ﬁi-s torm (give-name and 1934 Act reg-is“trétion number):

The SIPC member submitting this-form and the
person by whom it is exéculed represent thereby
that-all information contamed herem is true, correct
and: compfeie

< " r‘htynamrei
Dated the_ 20 day of Februarg___ 2013 . Financial Operations Manager .

{Title)
ayment is due 60 days after the eénd of the fiscal year. Retainthe ’Working copy of this form

This form and the assessment:

' 4or-a period of not less than 6 years, the latest 2 years in an easily accessible place.

ﬁ Dates: | . :

= Postmarked Received Reviewed

i . , . .

E Calculations Documentation oo . Forward COPY o
<s Exceptions:

B

< Disposition of exceptions:




“i . DETERMINATION OF “SIPC NET OPERATING REVENUES®

(to page 1, ling 2.A.)

AND GENERAL ASSESSMENT Amounts for the fiscal period
beginning 1/1/2012
. and ending: 1273172012
item No Eliminate cents
2a. Tolal revenue (FOCUS Line 12/Patt IIA Line 9, Gode 4030) $3,378,334
o
~ 2b. Additions: o o
(1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and -0
predecassors not included above. it
r {2) Net loss from principa! transactions in securities in trading accounts. “zQ: :
(3) Net loss trom principal transactions in: commodities in trading accounts. ,_"_0:"" 3
- {4) Interest and dividend expense deducted in determining item 2a. =0-
(5) Net loss from management of or participation in the underwriting or distribution of securities. =0-_
i {6) Expenses.other than advertising, printing, registration fees and legal fees deducted in determining nat 0
‘ profit from management of or participation in underwriting or distribution of secirities. : i
(7) Net loss from securities in investment accounts; =0=
' Total additions ' =0~
e ' venues from the distribution of shares of a registered open end investment company or unit.
’ investment trust, from the sale of variable annuities, from the business of insurance, front investment
advisory services rendered to registered investment companies or insurance company separate 8.8
accounts, and from transactions in security fulires products. 29 2 821
B {2) Revenuss from commodity transactions. | L =0=
{3) Commissions; "ﬂour,-bmk,afégeénd clearance paid-fo other SIPC members in connection with -0~
- ~ securities transactions: o : i R
1 {4) Reimbursements for postage in connection with proxy solicitation. "'Q" : :
_ (5) Net gain from securities in investment accounts. _ 18,732,
1 {6) 100% of sommissions and m,ai'kn'ps" earned from transactions in {1} certificates of deposit-and
(i) Traasury bills, bankers acceptances or commercial paper that mature nine months or Iess 0o
“fromissuance date. _ : ‘ )
| {7) Direct expenses of printing advertising and legal foes incurred in connection with other revenue. =-0=-
related to the securities business {revenie defined by Section 16(9)(L) of the Aety.
- (8) Other revenue not related eithsr »directly-o_r:‘ indirectly {6 the secirities business. -
(See Instruction C): - . B
A st e =0-
— {Deductions in excess of $100,000 require- documentation):
{9)-{1) Totalinterest and dividend expense (FOCUS Line 22/PART HA Line 13,
— : Code 4075 plus line bove} but not in excess )
‘ of total inferest and: di {ncome. $. =0
(ii) 40% of margin interest earned on customers securities Sy S )
- accounts (40% of FOCUS line 5, Code 3960). S
Enter the greater of lina (i) or (ii) Qe
— Total deductions 317,553 .
2d. SIPC Net Operating Revenues $.1,060,781
. 2e. General Assessment @ .0025 $ 2,652



